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PLACING IN TRUST STATUS CERTAIN LANDS ON THE 
STANDING ROCK SIOUX RESERVATION IN NORTH AND 
SOUTH DAKOTA 


Avaust 17, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Hatey, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H.R. 3144] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H.R. 3144) to place in trust status certain lands on 
the Standing Rock Sioux Reservation in North and South Dakota, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


PURPOSE 


The purpose of H.R. 3144, introduced by Representative Burdick, 
is to declare 80 acres of federally owned land on the Standing Rock 
Sioux Reservation in North Dakota to be held in trust for the Standing 
Rock Sioux Tribe. 

NEED 


The land was originally allotted to an Indian, and a trust patent 
was issued to him in 1910. The United States purchased the acreage 
for use as an Indian boarding school farm in 1947 for the sum of 
$1,000. The deed to the United States provided that it should be 
used for school purposes, or if the school ceased to exist, for ‘such 
similar purposes as the Secretary of the Interior may direct pursuant 
to law.”’ The land has been declared excess to the needs of the 
Bureau of Indian Affairs. There are no improvements on it. The 
Indians will use the land for ranching and grazing purposes. H.R. 
3144 is needed in order to give the land trust status and to assure 
that any moneys derived from its operation will accrue to the tribe. 
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cOsT 


Enactment of H.R. 3144 will require no expenditure of Federal funds. 


DEPARTMENTAL RECOMMENDATIONS 


The report from the Secretary of the Interior dated June 17, 1959, 
is as follows: 
DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., June 17, 1989. 
Hon. Wayne N. AspPrINALL, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D.C. 

Dear Mr. AspINALL: Your committee has requested a report on 
H.R. 3144, a bill to place in trust status certain lands on the Standing 
Rock Sioux Reservation in North Dakota and South Dakota. 

We have no objection to the enactment of the bill. 

The bill donates to the Standing Rock Sioux Tribe approximately 
80 acres of land on the reservation that are owned by the United States. 

The land was originally allotted to Joseph Pleets, and a trust patent 
was issued to him on June 3, 1910. Joseph Pleets conveyed the land 
to his wife Augustine Pleets, by restricted deed on November 8, 1911. 
The United States purchased the land from the wife on August 20, 
1940. The purchase price was $1,000. 

The deed to the United States contains the following language: 

“To the United States of America to be used for the benefit of the 
Standing Rock Indian Boarding School so long as such school exists, 
and thereafter for such similar purposes as the Secretary of the In- 
terior may direct pursuant to law.” 

There are no improvements on the land. 

The land is excess to the needs of the Bureau of Indian Affairs 
and the tribe was asked that the land be given to it in a trust status. 
Whether the title to the federally donated land should be taken by 
the tribe in trust or in an unrestricted status is a subject on which 
we express no opinion. Congress has sometimes provided for the 
one type of title and sometimes for the other. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report. 

Sincerely yours, 
Royce A. Harpy, 
Assistant Secretary of the Interior. 


COMMITTEE RECOMMENDATION 


The Committee on Interior and Insular Affairs recommend the 
enactment of H.R. 3144. 
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PROVIDING FOR THE DIVISION OF THE TRIBAL ASSETS 
OF THE CATAWBA INDIAN TRIBE OF SOUTH CAROLINA 
AMONG THE MEMBERS OF THE TRIBE 


Aucust 17, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Hatry, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


(To accompany H.R. 6128} 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H.R. 6128) to provide for the division of the tribal 
assets of the Catawba Indian Tribe of South Carolina among the 
members of the tribe and for other purposes, having considered the 
same, report favorably thereon with an amendment and recommend 
that the bill as amended do pass. 

The amendment is as follows: 

Page 1, line 3, after the word “‘That”’, strike out the word “‘the” and 
insert in lieu thereof the following: 

when a majority of the adult members of the Catawba 
Indian Tribe of South Carolina, according to the most 
reliable information regarding membership that is available 
to the Secretary of the Interior, have indicated their agree- 
ment to a division of the tribal assets in accordance with the 
provisions of this Act, the Secretary shall publish in the 
Federal Register a notice of that fact. The 


Page 1, line 4, strike out the words “is hereby’ and insert in lieu 
thereof the words “shall thereupon be’’. 
Page 1, line 5, strike out the words “enactment of this Act,” and 
insert in lieu thereof the words “such notice,’’. 
Page 5, following line 24, add a new section to read as follows: 
Src. 8. Prior to the revocation of the tribal constitution 
provided for in this Act, the Secretary is authorized to under- 
take, within the limits of available appropriations, a special 
program of education and training designed to help the 
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members of the tribe to earn a livelihood, to conduct their 
own affairs, and to assume their responsibilities as citizens 
without special services because of their status as Indians. 
Such program may include language training, orientation in 
non-Indian community customs and living standards, voca- 
tional training and related subjects, transportation to the 
place of training or instruction, and subsistence during the 
course of training or instruction. For the purposes of such 
program, the Secretary is authorized to enter into contracts 
or agreements with any Federal, State, or local governmental 
agency, corporation, association, or persons. Nothing in 
this section shall preclude any Federal agency from under- 
taking any other program for the education and training of 
Indians with funds appropriated to it. 


PURPOSE 


The purpose of H.R. 6128, introduced by Representative Hemphill, 
is to provide for the division of the assets of the Catawba Indian Tribe 
of South Carolina among its enrolled members in approximately equal 
shares. 

NEED 


Such legislation as this is necessary in order to close the roll of the 
Catawba Tribe and to distribute the bulk of the tribal assets among 
its members. 

The Catawba Indians’ relations with the Federal Government date 
back only to the 1940’s. Their original reservation was set aside for 
them by treaty with South Carolina in 1763. In 1840 they agreed to 
cede this reservation to the State except for a single square mile of 
land which is still held in trust for them by the State. In return the 
State agreed to furnish certain essential services for them. 

Since 1943 the State, the Bureau of Indian Affairs, and the tribe 
have been working together to improve the economic conditions of the 
members. In 1945 the State bought 3,434 acres of land for the tribe 
and turned it over to the United States to be held in trust for them. 

The Catawbas have advanced economically during the past 14 years 
and have reached a position that is comparable to their non-Indian 
neighbors. Many of them are employed in nearby communities. 
There are 162 Catawba families with 614 individual members. 
Eighty-three of these families live on restricted or reservation land. 
A nearly equal number live in Rock Hill, S.C., or elsewhere. 

The tribal assets are valued at about $254,000 or about $1,500 
per family. The assets consist principally of the tribal land which 
comprises nearly 4,000 acres, including 630 held in trust by the State 
of South Carolina. 

The State appointed a five-man legislative committee on December 
16, 1958, to assist in negotiating with the Catawbas to remove the 
Federal restrictions from their lands. 

The Catawba General Council at a regular meeting on January 3, 
1959, asked that Federal restrictions be removed from their lands and 
that deeds thereto be issued. On March 28, 1959, the general council 
met in special session and endorsed the terms of this bill, as introduced, 
by a vote of 40 to 17. A second opportunity will be offered for 
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members to accept or reject the legislation by the plebiscite amend- 
ment proposed by the committee. 


COST 


Enactment of H.R. 6128 will require no expenditure of appropriated 
moneys except for administrative expenses. The committee notes, 
on the other hand, that Federal expenditures on the reservation during 
the last fiscal year were approximately $7,200 for administration, 
realty and forestry supervision, and soil and moisture conservation 
work. 

COMMITTEE AMENDMENTS 


The committee recommends amendments to the bill to provide for 
the holding of a plebiscite before any other action is taken under it and 
to provide for continuance of vocational training among the Catawbas 
until the tribe disbands. 


DEPARTMENTAL RECOMMENDATION 


The report of the Secretary of the Interior dated June 8, 1959, is 
as follows: 


U.S. DepaRTMENT OF THE INTERIOR, 
Washington, D.C., June 8, 1959. 
Hon. Wayne N. AsPINALL, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D.C. 

Dear Mr. Asprnauu: Your committee has requested a report on 
H.R. 6128, a bill to provide for the division of the tribal assets of the 
Catawba Indian Tribe of South Carolina among the members of the 
tribe and for other purposes. 

We recommend that the bill be enacted. 

The Catawba Indians have requested this legislation; they have 
endorsed the provisions of the bill; and we believe that they are ready 
for this action. 

The bill closes the membership roll, and provides for the distribu- 
tion of all tribal property among the members in approximately equal 
shares. Members who have assignments of land from the tribe, or 
members of their families, are given the right to select the assign- 
ments as parts of their distributive shares. The remainder of the 
tribal property will be sold and the proceeds of the sale will be dis- 
tributed. Any property that is not sold within 2 years will be con- 
veyed to a trustee for liquidation and distribution. When the program 
is completed the Catawba Indians will cease to be subject to the 
Federal Indian laws, but their status and rights under South Carolina 
law will not be affected. 

The Catawba Indians in South Carolina have only a relatively 
short history of relationships with the Federal Government. They 
made a treaty with South Carolina on November 10, 1763, by which 
their original reservation was set aside for them. In 1840 they agreed 
with the State to a cession of this reservation with the exception of a 
single re mile of land, which is still held in trust for them by the 
State. In return for the Catawba land, the State provided services 
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to them. The United States never made a treaty with these Indians, 
Thev have no claims filed with the Indian Claims Commission. 

Efforts were made to bring the Catawba Indians under Federal 
jurisdiction during the 1930’s when their plight was especially aggra- 
vated by the general depression. These efforts culminated in a 
memorandum of understanding approved on December 14, 1943, in 
which the Indians, the State, and the Bureau of Indian Affairs each 
agreed to take certain actions to alleviate the Catawbas’ depressed 
economic condition. The agreement did not specify that the Federal 
Government was assuming guardianship of these Indians, and 
neither the Indians nor the State ever claimed that the Catawbas 
were wards of the Federal Government. 

In accordance with the memorandum of understanding, the State 
bought 3,434.3 acres of land for the Catawbas and by warranty deed 
dated October 5, 1945, the State conveyed the land to the United 
States in trust for the tribe. It is this land and the accumulated 
assets from operating it that will be conveyed under the provisions 
of the bill. 

A tabulation of Catawbas made in October 1958 shows 62 families 
living on restricted land, 21 families living on the “old reservation” 
under the State, 26 families living in Rock Hill, S.C., and 53 families 
living elsewhere. The total is 162 families with an enrollment of 614 
Indians, and there are 120 white spouses. 

The 3,388.8 acres that are held in trust by the United States and 
the 630 acres, known as the ‘‘old reservation,” that are held in trust 
by the State comprise the tribe’s total real property. Approximately 
88 assignments covering 1,215 acres are made to individual tribal 
members. ‘These assignments vary in size from approximately 1 acre 
to almost 80 acres. Some assignments are fully used; on others only 
a small portion is used for a homesite. Approximately 30 assignees 
are not living on their assignments. Other Indians who do not have 
assignments are living on assigned land or buying homes on them. 

The assets of the tribe are estimated to be: 

’ Land (3,388.8 acres under Federal trusteeship) 

Beef cattle, tribal herd (120 head and equipment) 17, 120. 00 
Local fund on deposit at agency (sale of land, ete.).......------- 4, 949. 14 
Timber (6,500 thousand board-feet) 30, 512. 00 


255, 796. 14 


1, 400. 00 


Net worth of tribe 254, 396. 14 


The Catawba Indians have advanced economically at a steady pace 
during the past 14 years, and have now reached a position that is 
comparable to their non-Indian neighbors in the community. The 
rec miaiaa is a breakdown of the employment of the 162 families of the 
tribe: 
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By families By jobs, ete. 


Source of income 


Number Percent Number Percent 
i liscnhnceiieiianansanatiiinitieaindinett 
Jobs in industry 
Skilled labor 
Armed services................ 
Retired (draw social! security) - 
Sci:  cksistcnes dannii ink eit inh cna 
Other sources (employed, various jobs) ......-......---- 


OU « iicanines adi tepigee« adserdettiedkuntaiiats 2174 


1 There are 5 family heads unemployed, and no information is available on 3 family heads. 
2 There are a total of 20 families that have more than 1 person with a source of income from jobs in industry, 
skilled labor, armed services, and other sources. 


During the fiscal year 1958, it was estimated that the following 
costs were incurred by the Bureau of Indian Affairs for the Catawba 
Indians: 


General administrative work: 11 days, plus $849.60 interim costs.__.. $1, 481.00 
Realty supervision: 13% days, plus $910.44 interim costs 1, 441.91 
Forestry supervision: 8% days, plus $243.12 interim costs 511.33 
Soil and moisture conservation: 11% days, plus interim cost of labor. 3, 795.00 


7, 229.24 


Interim costs are based on cost of general work relating to Catawba matters 
carried on between trips to the reservation. 

Administrative, realty, forestry, and other supervision for the 
Catawba Indians is vested in the Superintendent of the Cherokee 
Indian Agency, Cherokee, North Carolina. 

In the memorandum of understanding the tribe agreed to organize 
to transact community business, and on June 30, 1944, an IRA con- 
stitution and bylaws were approved by the Secretary of the Interior. 
These documents spell out membership requirements that will be 
used as a basis for preparing the final roll as required by the bill. 

The State of South Carolina appointed a five-man State legislative 
committee on December 16, 1958, to assist in negotiating with the 
Catawbas to remove the Federal restrictions from their lands. This 
committee has studied the proposed legislation and has endorsed it. 

The Catawba General Council at a regular meeting on January 3, 
1959, asked that Federal restrictions be removed from their lands and 
that they be granted deeds. On March 28 the general council met 
in a special meeting and endorsed the terms of the bill by a vote of 
40 to 17. 

If this bill is enacted, the costs of appraisals, surveys, etc., will be 
— by the Bureau of Indian Affairs out of regularly appropriated 
unds. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report. 

Sincerely yours, 
Rocer¥Ernst, 
Assistant Secretary of the Interior. 


COMMITTEE RECOMMENDATION 


The Committee on Interior and Insular Affairs recommends enact- 
ment of H.R. 6128, as amended. 


O 
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AMENDING THE LAW RELATING TO THE DISTRIBUTION 
OF THE FUNDS OF THE CREEK TRIBE 


Aucust 17, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Hatey, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H.R. 8317] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H.R. 8317) to amend the law relating to the distri- 
bution of funds of the Creek Tribe, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

PURPOSE 


The purpose of H.R. 8317, introduced by Representative Haley at 
the request of the Secretary of the Interior and the Creek Tribe of 
Oklahoma, is to increase by $125,000 the amount authorized to be 
appropriated for administration of the act of August 1, 1955 (69 Stat. 
431). This act provides for ascertaining persons entitled to share in 
a distribution of the funds of the Creek Tribe of Indians and for making 
that distribution. 

NEED 


During the past 5 years some 13,000 claimants have presented 
applications for processing under the 1955 act. About 7,300 of the 

aims have been paid. The cost to date has about exhausted the 
$200,000 originally authorized to be appropriated and the office 
handling the claims is about to be closed down. In order to complete 
the processing of claims an additional sum of $125,000 is required. 


COST 


Enactment of H.R. 8317 will entail a cost to the United States of 
approximately $125,000. 
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2 DISTRIBUTION OF THE FUNDS OF THE CREEK TRIBE 


EXECUTIVE COMMUNICATION 


The executive communication from the Secretary of the Interior, 
dated June 25, 1959, is as follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., June 25, 1959. 
Hon. Sam Raysurn, 
Speaker of the House of Representatives, 
Washington, D.C. 

Dear Mr. Speaker: Enclosed herewith is a draft of a proposed 
bill to amend the law relating to the distribution of the funds of the 
Creek Tribe. 

We recommend that the proposed bill be referred to the appropriate 
committee for consideration, and we recommend that it be enacted. 

The bill increases the appropriation authorization in the act of 
August 1, 1955 (69 Stat. 431), from $200,000 to $325,000. 

The 1955 act provided for the distribution of all funds belonging 
to the Creek Tribe. It also authorized the appropriation from the 
Treasury of $200,000 to pay the cost of distributing the funds. 

The payment of distribution costs by the Government rather than 
out of tribal funds, which is the normal procedure when distributing 
judgments recovered by tribes, was recommended by us when the 1955 
act was under consideration in the following words: 

‘Section 5 of the bill authorizes the appropriation of $200,000 to 
defray expenses incident to the distribution of the funds. The 
circumstances justify this request. There are three groups of persons 
entitled to payment: (1) persons entitled to equalization payments; 
(2) persons entitled to share in the judgment in favor of the Loyal 
Creeks and Freedmen; and (3) persons entitled to share per capita in 
the distribution of the residual funds of the Creek Nation. Enact- 
ment of the proposed bill will require that attention be directed to 
the 1,185 persons on the 1907 rolls with equalization claims and an 
unestimated number of heirs and legatees of such persons who are 
deceased. This will impose a workload which cannot be absorbed by 
the personnel! available under present appropriations to the Bureau 
of Indian Affairs. It does not appear reasonable to assess the cost of 
the delayed payments against tribal funds, since the delay is not 
attributable to the tribe. 

“Funds payable to the descendents of the Loyal Creeks and Freed- 
men were awarded by the Indian Claims Commission and they repre- 
sent the remaining half of a claim that was partially paid in 1904. 
While the finding of the Commission should be regarded as final and 
conclusive regarding the amount due the Indians, the award contains 
no amount for interest on a principal payment that has been delayed 
for 50 years. It is interesting to note that if the principal amount of 
$600,000 were projected at 4 percent interest for 50 years it would 
amount to $4,264,010.01. While there is no intention to supplement 
the amount of the award, the claimants are reasonably entitled to 
payment of the full amount of the award without deducting the 
expenses of distribution.” 

As of July 1, 1958, approximately 13,300 claims had been received 
and 7,300 of them had been paid. Practically all of the unpaid claims 
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involves heirship adjudication, which requires considerably more time 
to process than the claims of living enrollees. At the present rate of 
clearing heirship claims for payment (about 200 per month), 2,400 of 
the cases will be adjudicated during fiscal year 1959, leaving 3,600 to 
be processed, along with another estimated 5,000 claims yet to be filed. 
CsFunds are available to finance the present work, which costs 
approximately $70,000 annually, through fiscal year 1959. We esti- 
mate that an additional $125,000 will be required to be appropriated 
in fiscal year 1960 in order to complete the distribution. 
The Bureau of the Budget has advised us that there is no objection 
to the submission of this proposed legislation to the Congress. 
Sincerely yours, 
Roger Ernst, 
Assistant Secretary of the Interior. 


A BILL To amend the law relating to the distribution of the funds of 
the Creek Tribe 


Be it enacted by the Senate and House of Representatives of 
the United States of America in Congress assembled, That sec- 
tion 5 of the Act of August 1, 1955 (69 Stat. 431), is amended 
by changing “$200,000” to “$325,000”. 
The Committee on Interior and Insular Affairs recommends the 
enactment of H.R. 8317. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Act or Avaust 1, 1955 (69 Start. 431) 


Sec. 5. There is hereby authorized to be appropriated out of any 
money in the Treasury not otherwise appropriated the sum of 
[$200,000] $325,000 to remain available until expended, for neces- 
sary expenses incident to the distribution of funds authorized in this 


Act. 
O 
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AUTHORIZING THE USE OF FUNDS ARISING FROM A 
JUDGMENT IN FAVOR OF THE KIOWA, COMANCHE, 
AND APACHE TRIBES OF INDIANS OF OKLAHOMA 


Avucust 17, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Hatey, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


(10 accompany H.R. 7437] 


The Committee on Interior and Insular Affairs to whom was re- 
ferred the bill (H.R. 7437) to authorize the use of funds arising from 
a judgment in favor of the Kiowa, Comanche, and Apache Tribes of 
Indians of Oklahoma, and for other purposes, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 

PURPOSE 


The purpose of H.R. 7437, introduced by Representative Morris of 
Oklahoma, is to authorize the use of a judgment fund now on deposit 
in the Treasury to the credit of the Kiowa, Comanche, and Apache 
Tribes of Indians for the benefit of those tribes. Expenditures from 
the fund will be made for purposes authorized by the tribal governing 
body and approved by the Secretary of the Interior. 


NEED 


On July 18, 1957, the Indian Claims Commission awarded $2,067,166 
to the Kiowa, Comanche, and Apache Tribes. The basis for the 
judgment was inadequate and unconscionable compensation for lands 
ceded to the United States by the tribes in 1900. Money was appro- 
priated to pay the award by the Supplemental Appropriations Act, 
1959. Attorney’s fees have already been paid from it. H.R. 7437 
will provide authority for the use of this judgment fund similar to that 
applicable to tribal funds generally and will, it is hoped, avoid the 
costly and time-consuming process of preparing a membership roll. 
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COST 


Enactment of H.R. 7437 will not entail any cost to the United 
States except for minor administrative expenses. 


DEPARTMENTAL RECOMMENDATION 


The favorable report of the Department of the Interior is as follows: 


U.S. DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., July 31, 1959. 
Hon. Wayne N. ASPINALL, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D.C. 


Dear Mr. AspiInALL: Your committee has requested a report on 
H.R. 7437, a bill to authorize the use of funds arising from a judgment 
in favor of the Kiowa, Comanche, and Apache Tribes of Indians of 
Oklahoma, and for other purposes. 

We recommend that the bill be enacted. 

The Kiowa, Comanche, and Apache Tribes of Oklahoma recovered 
from the Indian Claims Commission a judgment in the amount of 
$2,067,166. The money was appropriated by the 1959 Supplemental 
Appropriation Act and is on deposit in the Treasury to the credit of the 
tribes, bearing interest at the rate of 4 percent. Attorney fees in the 
amount of $206,716.60, which were determined by the Commission, 
have been paid out of this sum, and the balance is $1,860,449.40. 

The basis for the judgment was an inadequate and unconscionable 
compensation for lands ceded by the act of June 6, 1900 (31 Stat. 677). 

The tribes today are the same tribes that ceded the lands in 1900. 
We believe the judgment should therefore be made available to the 
tribes for use under the rules that apply to tribal funds generally. 
The money represents a tribal asset derived from a disposition of tribal 
land, and may appropriately be controlled in the same manner as if 
the money had been paid when due and had remained in the tribal 
account since that time. 

The annual appropriation acts regularly authorize tribal funds to 
be advanced to the tribes for any purpose requested by the governing 
body and approved by the Secretary. The proposed legislation will 
provide similar authority for the use of this judgment fund. The 
tribes can then decide, subject to the approval of the Secretary, 
whether they desire to distribute all or part of the money to their 
membership on a per capita basis, or whether they desire to program 
all or part of it for some other purpose. 

This procedure will avoid the costly process of preparing a roll of 
the members of the tribes who were alive in 1900 and identifying their 
descendants. 

Up-to-date population figures for the tribes are not available, but 
the population is estimated to be about 8,000. About one-half of 
the people are fullbloods, and about one-fourth cannot read or write. 

The individual members of the tribes own about 300,000 acres of 
land in a trust allotment status. 
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The tribal assets consist of about 3,000 acres of tribal land, and 
$2,280,854 in the U.S. Treasury, in trust. This sum includes the 
balance of the judgment ($1,860,449) that is the subject of this bill. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report. 

Sincerely yours, 
Rocer Ernst, 
Assistant Secretary of the Interior. 


COMMITTEE RECOMMENDATION 


The Committee on Interior and Insular Affairs recommends enact- 
ment of H.R. 7437: 
oO 
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AUTHORIZING THE SALE OF 40 ACRES OF LAND 
OWNED BY THE CREEK TRIBE OF INDIANS 


Aucust 17, 1959.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Epmondson, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H.R. 8514] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H.R. 8514) to authorize the sale of 40 acres of land 
owned by the Creek Tribe of Indians, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

PURPOSE 


The purpose of H.R. 8514, introduced by Representative Edmond- 
son, is to authorize the Secretary of the Interior to sell a 40-acre tract 
of land held by the United States in trust for the Creek Tribe of 
Indians to the city of Eufaula, Okla., at its fair market value. The 
land was acquired by the United States on July 21, 1952, for use in 
conjunction with the Eufaula Boarding School but is no longer needed 
for that purpose. 

NEED 


The city of Eufaula needs this acreage to resettle a number of its 
citizens, including Creek Indians, who are being dislocated by the 
construction of a Federal dam and reservoir, and to provide for 
relocation of a road in connection therewith. The committee recom- 
mends that in the sale of lots from this acreage by the city of Eufaula 
members of the Creek Tribe be given priority in making purchases 
inasmuch as it is tribal land that is being made available. 


COST 


Enactment of H.R. 8514 will involve no expenditure by the Federal 
Government. The proceeds of the sale will be credited to the tribe. 
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RECOMMENDATIONS, RESOLUTIONS, AND REPORTS 


Resolutions favoring this legislation from the city of Eufaula and 
the Creek Indian Council dated June 1, 1959, and July 9, 1959, re- 
spectively, are contained in the committee files. 

The favorable report from the Secretary of the Interior dated 
August 10, 1959, is as follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., August 10, 1959. 
Hon. Wayne N. AspINAtt, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D.C. 

Dear Mr. AsprinaLu: Your committee has under consideration 
H.R. 8514, a bill to authorize the sale of 40 acres of land owned by 
the Creek Tribe of Indians. 

We recommend that the bill be enacted. 

The bill authorizes the Secretary of the Interior to sell all of the 
right, title, and interest of the United States and of the Creek Tribe 
of Indians in a 40-acre tract of land in the city of Eufaula, Okla. The 
land would be offered for sale to the city at its appraised fair market 
value, and if the offer is not accepted the land would be offered for 
sale by competitive bid. The proceeds of the sale will be deposited 
in the U.S. Treasury to the credit of the Creek Tribe. 

The land was acquired by the United States in trust for the Creek 
Tribe by purchase on July 21, 1952. The grantor reserved a one-half 
interest in the minerals. 

The land has been used in conjunction with the Eufaula Indian 
Boarding School, but it is no longer needed for Indian school purposes. 

The city has expressed an interest in buying the land, and by a 
resolution dated July 9, 1959, the Creek Indian Council has approved 
a sale to the city at the appraised value of the land if the necessary 
legislation is enacted. ‘The enactment of the pending bill is necessary 
before the land can be sold. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report. 

Sincerely yours, 
Rocer Ernst, 
Assistant Secretary of the Interior. 


COMMITTEE RECOMMENDATION 


The Committee on Interior and Insular Affairs recommends enact- 
ment of H.R. 8514. 
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Aucust 17, 1959.—Committed to the Committee of the Whole House on the 
ion State of the Union and ordered to be printed 
by 
the Mr. Mutts, from the Committee on Ways and Means, submitted the 
ibe following 
‘he 
roe REPORT 
ved [To accompany H.R. 4029] 
ek : i . . 
alf The Committee on Ways and Means, to whom was referred the 

bill (H.R. 4029) to amend the Internal Revenue Code of 1954 to 
‘an eliminate the proration of the occupational tax on persons dealing in 
es machineguns and certain other firearms, to reduce occupational and 
rt transfer taxes on certain weapons, to make the transferor and trans- 


ed feree jointly liable for the transfer tax on firearms, and to make certain 
changes in the definition of a firearm, having considered the same, 


i“ report favorably thereon with amendments and recommend that the 
bill as amended do pass. 
‘on The amendments are as follows: 
Page 2, line 12, strike out “‘thereof;” and insert ‘“‘thereof:”’. 
Page 3, line 12, strike out “$1” and insert “$5’’. 
Page 4, strike out lines 9 and 10, and insert: 
Src. 4. Subsections (a) and (b) of section 5685 of the 


Internal Revenue Code of 1954 (relating to penalty for pos- 
session of firearms, etc., when violating liquor laws) are each 
amended by striking out “shotgun or rifle having a barrel or 

ct- barrels less than 18 inches in length,” and inserting in lieu 
thereof “shotgun having a barrel or barrels less than 18 
inches in length, or a rifle having a barrel or barrels less than 
16 inches in Tength,”. 

Sec. 5. The amendments made by this Act shall take effect 
on the first day of the first month which begins more than 10 
days after the date of the enactment of this Act and, for pur- 
poses of the rate of the special tax imposed by section 5801 
of the Internal Revenue Code of 1954, shall apply with re- 
spect to periods beginning after June 30, 1959. 
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2 TAX ON FIREARMS 


I. SUMMARY OF BILL 


In general, this bill amends the special excise taxes in the Internal 
Revenue Code which relate to short-barreled firearms, machineguns 
and the so-called “any other weapon” category by making the follow- 
ing changes: 

(1) It exempts from the special occupational and _ transfer 
taxes rifles with barrels between 16 inches and 18 inches in 
length (an exemption is already provided in the case of those 
with a caliber of .22 or smaller). These are primarily sporting 
guns which will, therefore, become taxable under the regular 
11 percent manufacturers’ firearms tax. 

(2) It subjects to these occupational and transfer taxes (and 
also the so-called making tax) any weapons made from a rifle 
or shotgun if the modified weapon has an overall length of less 
than 26 inches (whether or not concealable). 

(3) It lowers the manufacturer and dealer occupational taxes 
and the transfer and making taxes with respect to “any other 
weapon, except a pistol or revolver, from which a shot is dis- 
charged by an explosive if the weapon ts capable of being concealed 
on the person.” At present the manufacturers’ and dealers’ 
occupational taxes applicable to these weapons (other than 
certain handguns) generally are $500 and $200, and under the 
bill will be $25 and $10 respectively. The transfer and making 
taxes under present law are $200 in this case, and under the bill 
will be $5. 

(4) The dealers’ taxes with respect to certain combination 
shotgun and rifles and also certain guns designed to be held in 
one hand are raised from $1 to $10 a year in the case of dealers 
and the applicable transfer and making taxes are raised from 
$1 to $5 per transaction. 

(5) The occupational taxes are the same whether the in- 
dividual involved is in the specified business for part, or all, of 
a year, or, in other words the proration feature of existing law is 
repealed. 

(6) The transferor and transferee of the specified firearms are 
made jointly and severally liable for the transfer tax imposed. 

These amendments become effective as of the first of the month 
which begins more than 10 days after the date of enactment of the 
bill, and the changes in the occupational tax rates also apply with 
respect to periods beginning after June 30, 1959. 

This bill is favored by the Treasury Department and has been 
reported unanimously by your committee. 


Il. GENERAL STATEMENT 


This bill is concerned with the sections of the Internal Revenue 
Code which originated in the National Firearms Act, approved June 
26, 1934 (48 Stat. 12 37). The primary purpose of that act was to 
make it more difficult for the gangster element to obtain certain types 
of weapons. The type of weapon with which these provisions are 
concerned are the types it was thought would be used primarily by 
the gangster-type element. The weapons presently included in the 
term “firearm” as it is defined (sec. 5448) for purposes of these sec- 
tions are: 
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(1) Shotguns or rifles having a barrel less than 18 inches in 
length (except rifles if the caliber is .22 or smaller and the barrel 
is 16 inches or more in length). 

(2) Weapons capable of being concealed on the person other 
than pistols or revolvers, 

(3) Machineguns, and 

(4) Mufflers and silencers for any firearm. 

Special occupational taxes are imposed on persons in the business of 
importing, manufacturing, or dealing in (including pawnbrokers) these 
firearms and a special tax is imposed on their transfer or “making.” 
In addition, registration is required by the manufacturers, dealers, 
pawnbrokers, and persons making firearms, and records must be fur- 
nished the Treasury with respect to the transfer, manufacture, and 
making of these firearms. These special National Firearms Act taxes 
are wholly separate from the 10- or 11-percent taxes applying to the 
manufacturer’s or importer’s sale of pistols, revolvers, and other ordi- 
nary firearms (sec. 4181). 

Problems have been presented with respect to certain features of 
these national firearms taxes by gun collectors, rifle associations, 
and others. It has been made clear to your committee that these 
organizations do not want to interfere with the effective administra- 
tion of the National Firearms Act taxes, but are concerned with what 
is believed to be unnecessary interferences with their avocations. 
As a result, the interested parties have worked out the recommenda- 
tions contained in this bill in conferences with representatives of the 
Internal Revenue Service and law enforcement agencies, with the 
purpose of finding solutions to the problems with which these organi- 
zations were concerned without interfering with the administration 
of the National Firearms Act. At the same time, as a result of these 
conferences, a number of features were added to this bill which are 
designed to aid in enforcement and simplify the administration of 
these provisions. 

As indicated previously, a shotgun or rifle having a barrel of less 
than 18 inches in length under present law is classified as a “firearm” 
for purposes of these special taxes, except that in the case of rifles of 
a .22 or smaller caliber, the specified barrel length is only 16 inches. 
The purpose of this was, of course, to include within the category of 
weapons subject to these taxing and control provisions the sawed-off 
shotguns and sawed-off rifles likely to be used by the gangster element. 
However, it has been called to the attention of your committee that a 
number of popular sporting rifles have a barrel length just slightly 
under 18 inches with the result that they are classified as a “firearm” 
subject to these special taxes and control provisions. It is not be- 
lieved that these guns constitute a type of weapon, such as a sawed-off 
rifle or shotgun, which is likely to be used by the criminal element. 

Your committee’s bill therefore redefines firearms for purposes of 
these special provisions to exclude from this definition all rifles if 
they have a barrel of 16 inches or more in length. However, the bill 
also expands the definition of firearm for purposes of these taxing and 
control provisions to include any weapon made from a rifle or shotgun 
if the weapon as modified has an overall length of less than 26 inches. 
This is a change which it is believed will aid in the enforcement of 
the National Firearms Act and also ease administration, since it will 
no longer be necessary, in order to tax these weapons and require 
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their registration, to determine whether they are capable of conceal- 
ment on the person. 

The effect of excluding the sporting rifles with barrels just under 18 
inches in length from the definition of firearms and the inclusion 
within this definition of w eapons made from rifles or shotguns having 
an overall length of less than 26 inches is to exclude in the first case, 
and include in the second case, these weapons in the category subject 
to the occupational taxes on manufacturers, dealers and pawnbrokers 
of $500, $200, and $300 a year respectively. Also, the rifles no longer 
included in the definition of firearms for this purpose will no longer be 
subject to the $200 a year transfer tax or to the special control pro- 
visions. The reverse, of course, will be true of the weapons made from 
shotguns or rifles where the overall length is less than 26 inches. 

Another problem area under present law for the gun collector arises 
in the case of a category of gun referred to as— 


any other weapon, except a pistol or revolver, from which a 
shot is discharged by an explosive if such weapon is capable 
of being concealed on the person. 


As has been indicated previously, these weapons are included in the 
definition of a firearm and are subject to the indicated occupational, 
transfer and making taxes. 

It is understood that firearms in the ‘‘any other weapon” category 
include gadget-type and unique weapons, which are often sought after 
by gun collectors. Moreover, it appears doubtful that criminal ele- 
ments use these types of weapons to any significant extent in their 
criminal activities, particularly since the alternatives of a pistol ora 
revolver, neither of which is subject to this firearms tax, are available. 

In view of these considerations, your committee concluded that this 
“other weapon” category should give rise to occupational taxes of 
$10 a vear in the case of dealers, or $25 a year in the case of manu- 
facturers. This is in lieu of the $200-a-year tax presently applics able 
in the case of dealers of these guns and $500-a-year tax in the case of 
manufacturers of these guns. Tt also concluded that these “ any other 
weapons”’ should upon sale be subject to a transfer tax of $5 instead 
of the $200 now generally applicable. However, this ‘any other 
weapon’ category will continue to be subject to the present control 
provisions applic ‘able to all firearms under present law. As a result, 
the safeguards of present law are maintained, while the applicable 
taxes are lowered to the level which makes it possible for gun collectors 
to obtain novel weapons in this category. In connection with these 
same changes, your committee has also raised the occupational tax 
with respect to dealers in— 


guns with combination shotgun and rifle barrels, 12 inches 
or more but less than 18 inches in length, from ‘hich only 
a single discharge can be made from either barrel without 
manual reloading. 


Under present law this tax is $1 a year and under your committee’s 
bill will be $10 a year. Similarly, the transfer tax with respect to this 
category of guns is raised from $1 ‘per transfer to $5 per transfer. The 
same occupational tax increase and transfer tax increase is also pro- 
vided under the bill in the case of— 
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guns designed to be held in one hand when fired and having a 
barrell 12 inches or more but less than 18 inches in length, 
from which only a single discharge can be made without 
manual reloading. 


These slight increases in tax in the case of these special categories of 
guns are made to provide uniform treatment with the “any other wea- 
on’’ category referred to above, and all of the taxes are raised to the 
evels indicated in order to give assurance that the administrative 
costs of issuing the stamps and recording the transfers will be covered 
by the fees received. 

Your committee’s bill also makes two changes designed to ease 
administration and aid compliance with respect to these National 
Firearms Act taxes. Under present law the occupational taxes, those 
with respect to importers or manufacturers, dealers (other than pawn- 
brokers), and: pawnbrokers are pro rated where the taxpayer com- 
mences operations after the beginning of the taxable year. Thus, for 
example, where liability for the tax first occurs in the second month 
of the year, eleven-twelfths of the tax is payable, where it first occurs 
in the third month of the year, ten-twelfths of the tax is payable, 
and so on. In the interest of simplification, these taxes are made 
annual taxes by your committee’s bill with the full amount of the 
occupational tax payable where the individual falls in the category 
for any portion of the year. It is believed that the elimination of 
the proration of the occupational taxes also will make it more difficult 
for persons who are not actually engaged in the business as dealers to 
obtain firearms for their personal use without payment of the transfer 
taxes. Thus it will no longer be possible to wait until near the end of 
the year to enter into the transactions and pay only a small occu- 
pational tax while receiving an exemption from the transfer tax. 

A change also has been made by your committee in the transfer 
tax in order to improve compliance. Under present law the transfer 
tax is payable by the transferor. Your committee amends this to 
provide that if a firearm is transferred without the payment of tax, 
both the transferor and the transferee are jointly and severally liable 
for the tax. It is believed that this will give the Internal Revenue 
Service a means of coping with illegal transfers of firearms of all types. 

The amendments made by this bill generally are to take effect on 
the first day of the first month beginning more than 10 days after the 
date of the enactment of this bill. However, the changed rates of 
taxes with respect to the occupational taxes are to apply with respect 
to periods beginning after June 30, 1959, the beginning of the occupa- 
tional tax year. Thus, where the tax rate applicable to a manu- 
facturer or importer is reduced from $500 to $25, the taxpayer will 
become entitled to a refund of the difference on the effective date. 
Also, where the tax rate is increased (from $1 to $10 in the case of 
certain dealers, or from a prorated to a full amount in any case where 
the elimination of the proration feature of existing law applies) the 
difference will become due on the effective date. 

The bill will have some effect on revenues although it is believed 
that the effect will be minor. Some increases in revenue will. occur 
as a result of the elimination of the “‘proration”’ feature of the occupa- 
tional taxes under present law. On the other hand, some decreases are 
likely to occur as a result of lowering the applicable taxes with respect 
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to the “any other weapon” category and the exemption of certain 
rifles with barrels between 16 inches and 18 inches in length (in this 
latter case the regular 11 percent firearms tax will be applicable to 
manufacturers’ sales). However, in both of these cases it 1s believed 
that any revenue reduction will in part be offset by more frequent 
transactions by gun collectors. 

The Treasury has indicated that it has no objeetions to this bill as 
amended, and it has been approved unanimously by your committee. 


Ill. CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as in- 
troduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


INTERNAL REVENUE Cope oF 1954 


SEC. 5801. TAX. 


(a) Rare.—On first engaging in business, and thereafter on or 
before the first day of July of each year, every importer, manufacturer, 
and dealer in firearms shall pay a special tax at the following rates: 

(1) [mporRTERS OR MANUFACTURERS.—Importers or manu- 
facturers, $500 a year or fraction thereof; 
(2) DEALERS OTHER THAN PAWNBROKERS.—Dealers, other than 
pawnbrokers, $200 a year or fraction thereof; 
(3) PawNnBrokers.—Pawnbrokers, $300 a year[[:] or fraction 
thereof; 
Provided, That manufacturers and dealers in guns with combination 
shotgun and rifle barrels, 12 inches or more but less than 18 inches in 
length, from which only a single discharge can be made from either 
barrel without manual reloading, [guns designed to be held in one 
hand when fired and having a barrel 12 inches or more but less than 
18 inches in length, from which only a single discharge can be made 
without manual reloading, or guns of both types,] and manufacturers 
and dealers in guns classified as ‘any other weapon” under section 5848 (5), 
shall pay the following taxes: Manufacturers, $25 a year or fraction 
thereof; dealers, [$1] $10 a year or [any part] fraction thereof. 

[(b) Computation or Tax.—Where the tax is payable on the first 
day of July in any year it shall be computed for 1 year; where the tax 
is payable on any other day it shall be computed proportionately from 
the first day of the month in which the liability to the tax accrued to 
the first day of July following. This subsection shall not apply to 
the special tax imposed at the rate of $1 a year or any part thereof.] 


[(c)] (6) Cross Rererence.— 


For license to transport, ship, or receive firearms or 
ammunition under the Federal Firearms Act, see section 3 
of the Act of June 30, 1938 (52 Stat. 1251; 15 U.S.C. 903). 


* * *x * * * . 
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SEC. 5811. TAX. 


(a) Rate.—There shall be levied, collected, and paid on firearms 
transferred to the United States a tax at the rate of $200 for each 
firearm: Provided, That the transfer tax on any gun with combination 
shotgun and rifle ‘barrels, 12 inches or more but less than 18 inches in 
length, from which only a single discharge can be made from either 
barrel without manual reloading, [or any gun designed to be held in 
one hand when fired and having a barrel 12 inches or more but less 
than 18 inches in length from which only a single discharge can be 
made without manual reloading, ] and on any gun classified as ‘‘any 
other weapon”’ under section 584816), shall be at the rate of $1. The 
tax imposed by this section shall be in addition to any import duty 
imposed on such firearm. 

(b) By Wom Parp.—Such tax shall be paid by the transferor: 
Provided, That if a firearm is transferred without payment of such tax the 
transferor and the transferee shall become jointly and severally liable for 
such tax. 

* 7 * * * aw * 


SEC. 5848. DEFINITIONS. 
For purposes of this chapter— 

(1) Firearm.—The term “firearm” means a shotgun [or rifle] 
having a barrel or barrels of less than 18 inches in length, or a 
rifle having a barrel or barrels of less than 16 inches in length, or 
any weapon made from a rifle or shotgun (whether by alteration, 
modification, or otherwise) if such weapon as modified has an over- 
all length of less than 26 inches, or any other weapon, except a 
pistol or revolver, from which a shot is discharged by an explo- 
sive if such weapon is capable of being concealed on the person, 
or a machine gun, and includes a muffler or silencer for any fire- 
arm whether or not such firearm is included within the foregoing 
definition [[, but does not include any rifle which is within the 
foregoing provisions solely by reason of the length of its barrel if 
the caliber of such rifle is .22 or smaller and if its barrel is 16 
inches or more in length J. 

(2) Macuine Gun.—The term “machine gun” means any 
weapon which shoots, or is designed to shoot, automatically or 
semiautomatically, more than one shot, without manual reload- 
ing, by a single function of the trigger. 

(3) Rirte.—The term “rifle’’ means a weapon designed or re- 
designed, made or remade, and intended to be fired from the 
shoulder and designed or redesigned and made or remade to use 
the energy of the explosive in a fixed metallic cartridge to fire 
only a single projectile through a rifled bore for each single pull 
of the trigger. 

(4) SHorcun.—The term “shotgun” means a weapon designed 
or redesigned, made or remade, and intended to be fired from the 
shoulder and designed or redesigned and made or remade to use 
the energy of the explosive in a fixed shotgun shell to fire through 
a smooth bore either a number of ball shot or a single projectile 
for each single pull of the trigger. 

(5) ANY OTHER WEAPON.—The term “any other weapon” 
means any weapon or device capable of being concealed on the 
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person from which a shot can be discharged through the energy 
of an explosive, but such term shall not include pistols or revolv- 
ers or weapons designed, made or intended to be fired from the 
shoulder and not capable of being fired with fixed ammunition. 

(6) ImporteR.—The term “importer”? means any person who 
imports or brings firearms into the United States for sale. 

(7) ManuractureR.—The term “manufacturer” means any 
person who is engaged within the United States in the business 
of manufacturing firearms, or who otherwise produces therein 
any firearm for sale or disposition. 

(8) Drater.—The term “dealer” means any person not a 
manufacturer or importer, engaged within the United States in 
the business of selling firearms. The term “dealer” shall include 
wholesalers, pawnbrokers, and dealers in used firearms. 

(9) INTERSTATE COMMERCE.—The term ‘“‘interstate commerce” 
means transportation from any State or Territory or District, or 
any insular possession of the United States, to any other State 
or to the District of Columbia. 

(10) To TRANSFER OR TRANSFERRED.—The term ‘‘to transfer” 
or “transferred” shall include to sell, assign, pledge, lease, loan, 
give away, or otherwise dispose of. 

(11) Person.—The term “person” includes a partnership, 
company, association, or corporation, as well as a natural person. 
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TREATMENT OF COPYRIGHT ROYALTIES FOR PURPOSES 
OF PERSONAL HOLDING COMPANY TAX 


Avaust 17, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Mitts, from the Committee on Ways and Means, submitted the 
following 


REPORT 


!'To accompany H.R. 7588 


The Committee on Ways and Means, to whom was referred the bill 
(H.R. 7588) to amend the Internal Revenue Code of 1954 with 
respect to the treatment of copyright royalties for purposes of the 
personal holding company tax, having considered the same, report 
favorably thereon with amendments and recommend that the bill 
as amended do pass. 

The amendments are as follows: 

Page 2, line 1, strike out “interests,” and insert “interests”. 

Page 3, line 24, after “Section 544(a)” insert ‘‘of such Code”. 

Page 4, line 20, after “Section 544(b)” insert “of such Code’’, 

Page 5, line 11, after ‘Section 553” insert “of such Code’’. 


I. SUMMARY OF THE BILL 


This bill amends the Internal Revenue Code to provide that personal 
holding company income is not to include income from copyright 
royalties under certain conditions. Personal holding companies in 
general terms are closely held corporations, the bulk of whose income 
iS passive in nature or received from certain specified types of invest- 
ment sources. Such companies, in addition to the regular corporate 
income tax, are subject to a tax of 75 to 85 percent on their undis- 
tributed personal holding company income. The bill excludes copy- 
right royalties from the definition of personal holding company if — 

(1) they (exclusive of royalties received from works of share- 
holders) represent 50 percent or more of the gross income of the 
company; 
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(2) other personal holding company income, apart from copy- 
right royalties (except royalties received with respect to work of 
shareholders owning more than 10 percent of the company’s 
stock), and also apart from dividend income received from corpo- 
rations in which the company has a 50 percent or more stock 
interest which themselves meet these same tests, is not in excess 
of 10 percent of the gross income of the company; and 

(3) business expense deductions allowable to the company, 
other than salaries or royalties paid to shareholders, equal to at 
least 50 percent of the gross income of the company. 

Copyright royalties are defined as compensation with respect to 
copyrights protected by the U.S. Government, or protected by the 
laws of other countries as a result of international treaties, ete., or 
interests in these copyrights. They also are to include payments 
with respect to these copyrights received from performing rights 
societies or organizations. This bill is effective with respect to taxable 
years beginning on or after January 1, 1959. 

The Treasury Department does not object to this bill and it has 
been reported unanimously by your committee. 


tl. GENERAL STATEMENT 


The personal holding company tax has been developed as a device 
to prevent the avoidance of the application of the individual income 
tax in the case of investment income by the formation of a coproration 
by a relatively small group of individuals and the transfer of the in- 
vestment holdings to this corporation. 

The attention of your committee, however, has been called to an 
area where this tax has, or may, become applicable to a type of operat- 
ing business. The business referred to is that of music publishers. 
At one time the principal markets for music were orchestras, the 
legitimate stage, vaudeville, and the sale of sheet music. At that 
time, although some royalty income was obtained from the use of the 
music by orchestras, the legitimate state, and vaudeville, the principal 
source of income was from the sale of sheet music. Although this 
royalty income was classified as personal holding company income, the 
companies clearly were not subject to the personal holding company 
tax, since the bulk of their income was obtained from the sale of sheet 
music which was not so classified. 

More recent developments, however, have tended to shift the source 
of income of the music publishing companies from the sale of sheet 
music to royalty income. In part this is due to the fact that radio, 
motion pictures, and television, and the expansion in the use of 
phonograph records have increased the royalty income derived from 
song copyrights. In part it is also due to the fact that the more ex- 
tensive use of performing rights societies has increased the royalty 
income received from the live performances of songs by orchestras and 
others in hotels, nightclubs, theaters, and in television. In addition, 
this more extensive use of songs has tended to shorten their lives, 
decreasing the income received from the sale of sheet music. As a 
result of these technological and other changes in the music publishing 
industry, publishers today receive much of their income from royalties 
with the result that some of them are either classified as personal 
holding companies or run a substantial risk of being so classified in 
the near future. 
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Despite the fact that most music publishers today obtain the bulk 
of their income from copyright royalties, they are not passive invest- 
ment-type organizations. In most cases in order to secure the success 
of musical compositions they must incur substantial expenses for 
advertising and promotion. Your committee has been informed that 
these expenses generally exceed 50 percent of the gross income of 
these businesses (not taking into account a! ounts paid to stockholders 
as compensation or royalty payments). Thus, it seems clear that 
although the form of income of these publishers has shifted from sheet 
music sales to copyrights royalties, they are, nevertheless, still renee 
companies and, therefore, should not be subjected to the persona 
holding company tax. 

To cover the types of cases described above, as well as other cases 
in which copyright royalty income may be the principal source of 
income of an operating business, your committee has added a provision 
to the definition of personal holding company income which excludes 
from this category copyright royalties if certain conditions are met. 
First, to give assurance that the companics involved are truly operat- 
ing companies. copyright royalties are to be excluded from personal 
holding company income only if the trade or business expenses of the 
company (apart from payments to stockholders as compensation or 
royalties), offset half or more of the gross income of the company. 
Second, to make sure that this does not exclude from the personal 
holding company category any company which has any appreciable 
amount of other personal holding company income, the bill provides 
that the exclusion for copyright income is to be available only where 
apart from copyright royalties (except royalties received with respect 
to works of shareholders owning more than 10 percent of the com- 
pany’s stock), and apart from dividends from corporations in which the 
company has a 50 percent or more stock interest, not more than 10 
percent of the gross income of the company is personal holding com- 
pany income. Third, copyright royalties (apart from those derived 
from works of shareholders) represent 50 percent or more of the com- 
pany’s gross income. 

For purposes of this new provision the term “copyright royalties” 
means compensation for the use of, or right to use, copyrights in 
works protected by copyrights issued under title 17 of the United 
States Code (other than secs. 2 or 6) and to copyrights protected by 
the laws of other countries as a result of international treaties, ete. 
[t also includes payments from any person for performing rights in 
such copyrights. Thus, the provisions of the bill will applyv only to 
federally secured copyrights and will not apply to such royalties as 
those for the use of trademarks. franchises, or common law copy- 
rights. 

“The bill provides that the new provisions are to apply with respect 
to taxable years beginning after December 31, 1958. 

It is estimated that this bill will result in a negligible revenue loss. 

This bill has been approved unanimously by your committee and 
is not opposed by the Treasury Department. 
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III. CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


SecTions 543(a), 544, AND 553 or THE INTERNAL REVENUE CODE oF 
1954 


SEC. 543. PERSONAL HOLDING COMPANY INCOME. 

(a) GeneRAL Rute.—For purposes of this subtitle, the term ‘‘per- 
sonal holding company income”’ means the portion of the gross income 
which consists of: 

(1) DrvipEnps, erc.—Dividends, interest, royalties (other than 
mineral, oil, or gas royalties or copyright royalties), and annuities. 
This paragraph shall not apply to interest constituting rent as 
defined in paragraph (7) or to interest on amounts set aside in a 
reserve fund under section 511 or 607 of the Merchant Marine 
Act, 1936. 

(2) Srock AND SECURITIES TRANSACTIONS.—Except in the case 
of regular dealers in stock or securities, gains from the sale or 
exchange of stock or securities. 

(3) COMMODITIES TRANSACTIONS.—Gains from futures trans- 
actions in any commodity on or subject to the rules of a board of 
trade or commodity exchange. This paragraph shall not apply 
to gains by a producer, processor, merchant, or handler of the 
commodity which arise out of bona fide hedging transactions 
reasonably necessary to the conduct of its business in the manner 
in which such business is customarily and usually conducted by 
others. 

(4) Estates AND TRUSTS.—Amounts includible in compusts 
the taxable income of the corporation under part I of subchapter: 
(sec. 641 and following, relating to estates, trusts, and benefici- 
aries) ; and gains from the sale or other disposition of any interest 
in an estate or trust. 

(5) PERSONAL SERVICE CONTRACTS.— 

(A) Amounts received under a contract under which the 
corporation is to furnish personal services; if some person 
other than the corporation has the right to designate (by 
name or by description) the individual who is to perform the 
services, or if the individual who is to perform the services 
is designated (by name or by description) in the contract; and 

(B) amounts received from the sale or other disposition 
of such a contract. 

This paragraph shall apply with respect to amounts received for 
services under a particular contract only if at some time during 
she taxable year 25 percent or more in value of the outstanding 
stock of the corporation is owned, directly or indirectly, by or for 
the individual who has performed, is to perform, or may be desig- 
nated (by name or by description) as the one to perform, such 
services. 
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(6) Us—E OF CORPORATION PROPERTY BY SHAREHOLDER.— 
Amounts received as compensation (however designated and 
from whomsoever received) for the use of, or right to use, 
property of the corporation in any case where, at any time during 
the taxable year, 25 percent or more in value of the outstanding 
stock of the corporation is owned, directly or indirectly, by or for 
an individual entitled to the use of the property; whether such 
right is obtained directly from the corporation or by means of a 
sublease or other srrangement. This paragraph shall apply only 
only to a corporation which has personal holding company income 
for the taxable year, computed without regard | to this paragraph 
and paragraph (7), in excess of 10 percent of its gross income. 
For purposes of the preceding sentence, copyright royalties constitute 
seiner Ultne company income. 

(7) Rents.—Rents, unless constituting 50 percent or more of 
the gTOss income. For purposes of this paragraph, the term 

“rents” means compensation, however designated, for the use of, 
or right to use, property, and the interest on debts owed to the 
corporation, to the extent such debts represent the price for 
which real property held primarily for sale to customers in the 
ordinary course of its trade or business was sold or exchanged 
by the corporation; but does not include amounts constituting 
personal holding company income under paragraph (6). 

(8) MINERAL, OIL GAS ROYALTIES.—Mineral, oil, or gas 
royalties, unless— 

(A) such royalties constitute 50 percent or more of the 
gross income, and 

(B) the deductions allowable under section 162 (relating 
to trade or business expenses) other than compensation for 
personal services rendered by the shareholders, constitute 15 
percent or more of the gross income. 

(9) Copyricur royaLties.—Copyright royalties, unless 

(A) such royalties (exclusiwe of royalties received for the 
use of, or right to use, copyrights or interests, in copyrights on 
works created in whole, or in part, by any shareholder) consti- 
tute 50 percent or more of the gross income, 
(B) the personal holding company income for the taxable 
year not taking into account— 

(i) copyright royalties, other than royalties received for 
the use of, or right to use, copyrights or interests in copy- 
rights in works created in whole, or in part, by any share- 
holder owning more than 10 percent of the total outstanding 
capital stock of the corporation, and 

(it) dividends from any corporation in which the taz- 
payer owns at least 50 percent of all classes of stock en- 
titled to vote and at least 50 percent of the total value of all 
classes of stock and which corporation meets the reauire- 
‘Cr of this subparagraph and subparagraphs (A) and 
( 

is 10 percent or less of the gross income, and 

(C) the deductions allowable under section 162 (other than 
deductions for compensation for personal services rendered by 
the shareholders and other than deductions for royaltres to 
shareholders) constitute 50 percent or more of the gross income. 
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For purposes of this subsection, the term “copyright royalties” 
means compensation, however designated, for the use of, or the right 
to use, copyrights in works protected by copyright issued under title 
17 of the United States Code (other than by reason of section 2 or 6 
thereof), and to which copyright protection is also extended by the 
laws of any country other than the United States of America by virtue 
of any international treaty, convention or agreement, or interests in 
any such copyrighted works, and includes payments from any person 
for performing rights in any such copyrighted work. For purposes 
of this paragraph the term ‘“‘shareholder’’ shall include any person 
who owns stock within the meaning of section 544. 
* * ~ * * * 7 


SEC. 544. RULES FOR DETERMINING STOCK OWNERSHIP. 


(a) Constructive Ownersnip.—For purposes of determining 
whether a corporation is a personal holding company, insofar as such 
determination is based on stock ownership under section 542(a) (2), 
section 543(a)(5), [or] section 543(a)(6), or section 543(a)(9)— 

(1) Srock NoT OWNED BY INDIVIDUAL.—Stock owned, directly 
or indirectly, by or for a corporation, partnership, estate, or 
trust shall be considered as being owned proportionately by its 
shareholders, partners, or beneficiaries. 

(2) FAMILY AND PARTNERSHIP OWNERSHIP.—An_ individual 
shall be considered as owning the stock owned, directly or indir- 
ectly, by or for his family or by or for his partner. For pur- 
poses of this paragraph, the family of an individual includes 
only his brothers and sisters (whether by the whole or half 
blood), spouse, ancestors, and lineal descendants. 

(3) Oprions.—If any person has an option to acquire stock, 
such stock shall be considered as owned by such person. For 
purposes of this paragraph, an option to acquire such an option, 
and each one of a series of such options. shall be considered as 
an option to acquire such stock. 

(4) APPLICATION OF FAMILY-PARTNERSHIP AND OPTION RULES.— 
Paragraphs (2) and (3) shall be applied— 

(A) for purposes of the stock ownership requirement pro- 
vided in section 542(a)(2), if, but only if, the effect is to 
make the corporation a personal holding company; 

(B) for purposes of section 543(a)(5) (relating to personal 
service contracts), [or] of section 543(a)(6) (relating to 
[the] use of property by shareholders), or of section 543(a) (9) 
(relating to copyright rvyalties), if, but only if, the effect is 
to make the amounts therein referred to includible under 
such paragraph as personal holding company income. 

(5) CoNSTRUCTIVE OWNERSHIP AS ACTUAL OWNERSHIP.—Stock 
constructively owned by a person by reason of the application 
of paragraph (1) or (3) shall, for purposes of applying paragraph 
(1) or (2), be treated as actually owned by such person; but 
stock constructively owned by an individual by reason of the 
application of paragraph (2) shall not be treated as owned by 
him for purposes of again applying such paragraph in order to 
make another the constructive owner of such stock. 

(6) Oprion RULE IN LIEU OF FAMILY AND PARTNERSHIP RULE.— 
If stock may be considered as owned by an individual under either 
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paragraph (2) or (3) it shall be considered as owned by him under 
paragraph (3). 

(b) ConverTIBLE SEcuRITIES.—Outstanding securities convertible 
into stock (whether or not convertible during the taxable year) shall 
be considered as outstanding stock— 

(1) for purposes of the stock ownership requirement provided 
in section 542(a)(2), but only if the effect of the inclusion of all 
such securities is to make the corporation a personal holding 
company; 

(2) for purposes of section 543(a)(5) (relating to personal 
service contracts), but only if the effect of the inclusion of all such 
securities is to make the amounts therein referred to includible 
under such paragraph as personal holding company income; 
[and] 

(3) for purposes of section 543(a)(6) (relating to the use of 
property by shareholders), but only if the effect of the inclusion 
of all such securities is to make the amounts therein referred to 
includible under such paragraph as personal holding company 
income[.]; and 

(4) for purposes of section 543(a)(9) (relating to copyright 
royalties), but only if the effect of the inclusion of all such securities 
is to make the amounts therein referred to includible under such 
paragraph as personal holding company income. 

The requirement in paragraphs (1), (2), [and (3)] (8), and (4) that 
all convertible securities must be included if any are to be included 
shall be subject to the exception that, where some of the outstanding 
securities are convertible only after a later date than in the case of 
others, the class having the earlier conversion date may be included 
although the others are not included, but no convertible securities 
shall be included unless all outstanding securities having a prior 
conversion date are also included. 
* * * * * * * 


SEC. 553. FOREIGN PERSONAL HOLDING COMPANY INCOME, 

For purposes of this subtitle, the term ‘foreign personal holdin 
company income” means the portion of the gross income, determine 
for purposes of section 552, which consists of personal holding com- 
pany income, as defined in section 543, except that all interest, 
whether or not treated as rent, and all royalties, whether or not 
mineral, oil, or gas royalties or copyright royalties, shall constitute 
“foreign personal holding company income”’. 


O 
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PROVIDING FOR THE ERECTION OF A MEMORIAL TABLET 
AT GARDEN KEY, FLA., IN HONOR OF DR. SAMUEL 
ALEXANDER MUDD 


Avucust 17, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mrs. Prost, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H.J. Res. 80! 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the joint resolution (H.J. Res. 80) providing for the erection of 
a nasal tablet at Garden Key, Fla., in honor of Dr. Samuel Alex- 
ander Mudd, having considered the same, report favorably thereon 
with an amendment and recommend that the joint resolution as 
amended do pass. 

The amendment is as follows: 

Page 2, line 5, strike out the words “imprisoned for a crime which 
he did not commit,”’ and insert in lieu thereof the word “imprisoned,”’. 

Strike out all of the preamble. 


PURPOSE 


House Joint Resolution 80, as amended, provides for the erection 
of a tablet at Garden Key, Fla., to honor the memory of Dr Samuel 
Alexander Mudd and in recognition of his great service during the 
yellow fever epidemic of 1867 at Fort Jefferson where he was im- 
prisoned. House Joint Resolution 80 was introduced by Representa- 
tive Bentley. An identical measure, House Joint Resolution 433, 
by Representative Fascell, was also considered by the committee. 
The original legislative effort to secure recognition for Dr. Mudd was 
made in House Joint Resolution 496, 74th Congress, by Representa- 
tive Randolph. Adoption of that measure was recommended by the 
Department of the Interior, and it was favorably reported by the 
then Committee on Public Lands. 
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The tablet would be erected within the Fort Jefferson National 
Monument, which is under the jurisdiction of the National Park 
Service, Department of the Interior. The National Park Service has 
developed a plan to provide a visitor center at the monument. At 
this center the history of the old fort, including the record of Dr. 
Mudd’s outstanding medical aid to yellow fever victims, will be 
presented to the public. 

NEED 


The nature of Dr. Mudd’s conduct during the epidemic of 1867 is 
indicated in the following extracts from the document executed by 
President Andrew Johnson on June 29, 1869, granting to Dr. Mudd a 
full and unconditional pardon, and terminating his imprisonment at 
Fort Jefferson under judgment of a military commission for con- 
spiracy in connection with the assassination of President Abraham 
Lincoln: 


* * * upon occasion of the prevalence of the vellow fever 
at that military station, and the death by that pestilence of 
the medical officer of the Post, the said Samuel A. Mudd 
devoted himself to the care and the cure of the sick, and 
interposed his courage and his skill to protect the garrison, 
otherwise without adequate medical aid, from peril and 
alarm, and thus, as the officers and men united in testifying, 
saved many valuable lives and earned the admiration and 
the gratitude of all who observed or experienced his generous 
and faithful service to humanity; 

* * * the surviving families and friends of the Surgeon 
and other officers who were the victims of the pestilence 
earnestly present their dying testimony to the conspicuous 
merit of Dr. Mudd’s conduct, and their own sense of obliga- 
tion to him and Lieut. Zabriskie, and two hundred and 
ninety-nine non-commissioned officers and privates stationed 
at the Dry Tortugas have united in presenting to my atten- 
tion the praiseworthy action of the prisoner and in petition- 
ing for his pardon; * * *. 


Support for this measure was received from various sources, in- 
cluding the Dade County Medical Association of Miami, Fla., and 
the Southern Cross Chapter, United Daughters of the Confederacy, 
Coral Gables, Fla. 

A letter received from Congressman Fascell on House Joint Reso- 
lution 80 and House Joint Resolution 433 follows: 


House or REPRESENTATIVES, 
Washington, D.C., August 6, 1959. 
Hon. Wayne N. AsPINALL, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D.C. 

Dear Mr. Cuarrman: I am advised that the committee has under 
consideration the approval of House Joint Resolution 433, which I 
introduced as a cosponsor of House Joint Resolution 80 (Bentley of 
Michigan). 

Our colleague, Congressman Bentley, was the original introducer 
of the legislation and has had a long interest in the subject since a 
relative of Dr. Mudd lives in his district. 
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While the site of the proposed memorial tablet is in my district, I 
would have no objection to the committee considering either measure. 
Sincerely, 
Dante B. Fascett, 
Member of Congress. 


COMMITTEE AMENDMENT 


The committee struck all of the preamble to House Joint Resolution 
80 and one phrase in the text, covering controversial matters of 
history about which the committee has no expert knowledge and on 
which it does not wish to pass judgment. As amended, the joint 
resolution will properly confine itself to a recognition of Dr. Mudd’s 
meritorious professional service as an imprisoned physician during the 
yellow fever epidemic of 1867. 

COST 


Only a very small sum, probably not more than $300, will be 
expended as a result of House Joint Resolution 80. 


DEPARTMENT RECOMMENDATION 


The Department of the Interior, in its report which follows, offered 
no objection to the enactment of this legislation. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., March 25, 1959. 
Hon. Wayne N. ASPINALL, 
Chairman, Committee on Interior and Insular Affairs, House of 
Representatives, Washington, D.C. 

Dear Mr. AspINALL: Your committee has requested a report on 
House Joint Resolution 80, a joint resolution providing for the erection 
of a memorial tablet at Garden Key, Fla., in honor of Dr. Samuel 
Alexander Mudd. 

This Department has no objection to the enactment of House Joint 
Resolution 80. 

This resolution provides for the erection of a memorial tablet on 
the site of the ruins of Fort Jefferson, Garden Key, Fla., in the 
memory and honor of Dr. Samuel Alexander Mudd. 

Although the providing of memorial treatment through markers, 
monuments, and sculpture, is often inconsistent with this Depart- 
ment’s practice of administering historical areas in such a way as to 
preserve the historic scene, we do not feel that the proposed tablet 
would be objectionable at Fort Jefferson. We would point out, how- 
ever, that a visitor center is being planned for the Fort Jefferson 
National Monument and that the entire history of the fort, including 
Dr. Mudd’s, will be told. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report to your committee. 

Sincerely yours, 
RoGer Ernst, 
Assistant Secretary of the Interior. 
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COMMITTEE RECOMMENDATION 


The Committee on Interior and Insular Affairs recommends the 
enactment of House Joint Resolution 80, as amended. 


C 
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